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Health insurance purchasing pools

Assumptions Used in Arriving at Fiscal Estimate

The Department of Employee Trust Funds' (ETF) actuary estimates that the bill will cost $39.25 million in
additional claims cost to the state if 5% (232,000) of the 4.6 million private employer eligible population
elects coverage under this program. This assumes there is a 5% anti-selection load (which means that the
group of private employer members will be on average a 5% worse risk than the state pool on average).
Additionally, there is the possibility of a 5% commission load if ETF is required to sell the insurance through
agents (recognizing that marketing charges would need to be paid to reimburse agents selling to private
employers). This would bring the total state cost to $78.5 million. If the percentage of private eligible
members electing coverage were 10%, then the cost would be 2 x $78.5 million = $157 million.

Additionally, this bill provides that the Group Insurance Board (GIB) may permit private sector employers to
join, and they would be subject to conditions specified in the contract between the GIB and the insurer in
rules promulgated. In other words, the conditions under which private employers may be allowed to join the
GIB health insurance could vary considerably.

This estimate is an illustration, not a prediction, of the cost to the state based on possible enrollment. We

cannot predict how many private employer members would participate or what the terms and conditions of
any contracts developed would be.

Long-Range Fiscal Implications



